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[bookmark: _Toc222867684]1. Introduction
J Sainsbury plc is a major food retailing company based in the United Kingdom and one of the principal representatives of the four supermarkets on the UK market that include Tesco, Asda, and Morrisons. Since its inception in 1869, the company has grown considerably and today has a good network of supermarkets and convenience stores which are supported by well-operating online retail stores (Ozbun, 2025). During the 2024/25 financial year, Sainsbury recorded a scale and significance in the UK grocery market with the sale revenue of over 36.7 billion pounds which is very high in a highly competitive market (Statista, 2025). The company business model is based on large-scale product sales of groceries, sale of own-brand products, and diversification of the business with the help of Argos, which reinforces the physical and online presence.
Sainsbury needs effective management accounting to operate in a low-margin environment that is defined by stiff price battles and escalating levels of cost pressures. Cost analysis, budgeting, and performance measurement are management accounting tools that help managers to control costs, enhance efficiency, and make informed financial and strategic decisions (Maemunah and Rismayadi, 2024). This report assesses the use of such tools at Sainsbury to aid financial decision-making within a competitive retailing setting.

[bookmark: _Toc222867685]2. Cost Analysis and Business Model
[bookmark: _Toc222867686]2.1 Revenue Model
J Sainsbury plc is a high-volume, low-margin retail business model, which is mainly supported by the grocery sales, complemented by the convenience retail, online grocery delivery, and non-foods including clothing and general merchandise. The size of the business can be seen in the total revenue which grows to (£32,812 million) in 2024 but with a steady rise or growth even in harsh market conditions (J Sainsbury plc, 2025). Such a revenue model is indicative of the fact that Sainsbury has depended on volumes of sales as opposed to the profit margin to earn revenue.
[image: ]
Figure 1 Revenue Analysis

J Sainsbury PLC has a high-volume low-margin retail revenue model; its revenue is earned through various segments, which form its business strategy. The grocery segment is the biggest contributor, with the approximate amount of about £23.7 billion in fiscal 2024, which is about two-thirds of total revenue (S&P Global, 2025). This segment gives the advantage of volume growth and basket size increase, caused by the strategic pricing, the Next Level program and Nectar loyalty program, contributing to the high retention and purchasing frequency of customers (Mcintosh, 2024). In 2023/24, the retailer has also launched almost 1,200 new products, and premium offers, including the Taste the Difference range, have boosted sales by 12% (Davey, 2024a). The general merchandise (GM) segment, which is headed by Argos, generated revenue of 5.1 billion, whereby it provides items like electronics, domestic products, and clothes, and the sales are facilitated through a mix of both physical outlets and online platforms (S&P Global, 2025). All these elements, grocery, general merchandise, fuel, and online services, demonstrate the example of a diversified revenue model where a stable base sale is balanced by additional revenue sources that can help maintain the cash flow and sustainability of operations.

[bookmark: _Toc222867687]2.2 Cost Structure
J Sainsbury plc's cost structure demonstrates that it is a high-volume, low-margin grocery retailer, in which operational and supply-chain efficiency is of primary importance. The cost of revenue is the most prevalent cost, growing to (£30,591 million) in 2024, as compared to (£29,487 million) in 2022, and covers more than 93% of the total revenue in 2024 (Yahoo Finance, 2025). This cost is mainly the supplier payments, purchases of the inventories, the fuelling costs, and the countrywide distribution costs, which proves that it is a variable cost directly associated with the sales volumes and store throughput. Minor inconsistencies in supplier pricing or logistics consequently affect profitability.
Operating costs have fallen to (£1,270 million) in 2024 compared to (£1,442 million) in 2022 due to store rationalisation, automation, and tightening of labour and overhead control, especially in the Argos and supermarket estate (J Sainsbury PLC, 2024). These are mostly fixed costs such as store rents, depreciation, personnel salaries and IT infrastructure. The decrease of fixed cost underpinned the growth of the operating income of (£562 million) in 2022 to (£951 million) in 2024 and reflected a better operation leverage (James Davey, 2024).
Cost classification and cost-volume-profit (CVP) are examples of management accounting tools that Sainsbury can use to determine breakeven points, pricing strategies, and margin pressure in the UK competitive grocery market (Ebiware and Kareem, 2024).



[bookmark: _Toc222867688]3. Budgeting and Financial Planning
[bookmark: _Toc222867689]3.1 Role of Budgeting at Sainsbury’s
Budgeting plays a very important role in planning, allocation of resources and monitoring performance at Sainsbury. Sainsbury uses different categories of budgets, such as operating budgets, which predict the revenues and expenditures of its everyday operations; capital expenditure budgets, which plan investments in its new shops, technology, and infrastructure; and cash flow forecasts £500 million, which assure it of liquidity to meet its immediate liabilities (Davey, 2024b). The company is cutting down on more than 3,000 jobs and shutting down 61 cafes and food counters as it tries to cut costs in reaction to a difficult cost environment (Reuters, 2025). Budgets direct the allocation of resources among stores, supply chains and online functions such that the management can make adjustments to wage raises, alterations in National Insurance (£140m effect) and inflationary forces such that they ensure the liquidity and profitability within the stiffly competitive UK grocery market (Labiak, 2024).

[bookmark: _Toc222867690]3.2 Operating Expenses Analysis
An analysis of the income statement of Sainsbury between 2022 and 2024 revealed that operating expenses experienced a slight reduction between 2022 and 2023 by reducing to 1270m, after which it remained stable at 1281m in 2022 and 2023 respectively (Yahoo Finance, 2025). This decline is a result of international strategic actions, including the optimization of store portfolios, shutting down stores with low performance, automation, and investments in digitalisation to minimize manual processes (Reuters Staff, 2024). Reduction of more than 3,000 positions also helped in regulating labour expenses as part of workforce planning (Reuters, 2025). Workforce planning and the measures of operational efficiency was also actively used to manage labour costs.

Table 1 Operating Expenses Analysis
	Component
	2022 (£m)
	2023 (£m)
	2024 (£m)
	Classification

	Total Revenue (£ million)
	31,491
	32,238
	32,812
	 

	Cost of Revenue
	29,487
	30,148
	30,591
	Variable

	Operating Expenses
	1,442
	1,281
	1,270
	Fixed

	Total Expenses
	30,929
	31,429
	31,861
	 

	Operating Income
	562
	809
	951
	 



	Costs were also affected by external forces. The increases in inflation, energy and National Insurance costs (310m affected budgets and operational plans) compelled the management to make proactive adjustments on its budgets and operations (Labiak, 2024). Through this, the management was able to make corrective measures to ensure that the services remained competitive and of the desired standards thus illustrating the way in which budgeting tools combine short-term cost control and long term strategic choices.
[bookmark: _Toc222867691]4. Performance Measurement and Decision-Making
[bookmark: _Toc222867692]4.1 Key Performance Indicators (KPIs)
Sainsbury is an organization with both financial and non-financial KPIs that it employs to track performance and inform its management. Key metrics include:

Table 2 Key Performance Indicators (KPIs)
	KPI
	2022 (£m)
	2023 (£m)
	2024 (£m)

	Gross Margin
	6.36%
	6.48%
	6.77%

	Operating Profit Margin (OPM)
	1.78%
	2.51%
	2.90%

	Cost-to-Sales Ratio
	98.22%
	97.49%
	97.10%



1. Gross Margin -shows the profitability of the core retail operations (CFI Team, 2025). In 2024, Sainsbury gross profit amounted to 2,221m on a turnover of 32,812m and this gross margin has increased to 6.77 against 6.48 in 2023. This measure would assist the management to consider the pricing policies and supplier cost-effectiveness.
2. Operation Profit Margin (OPM) - Operating income/revenue is a percentage that represents efficiency in operation (CFI, 2024). The 2024 operating income stood at £951m with an OPM of 2.90, which compares to 2.51 in 2023. This informs the cost and investment decisions.
3. Cost-to-Sales Ratio - This is the ratio between total costs and revenue which shows the effectiveness of cost management (CFI Team, 2021). In 2024, the total cost in relation to revenue is 31,861m versus 32,812m, which implies a cost-to-sales ratio of 97.11, which supports the argument that the Sainsbury business model is a high-volume, low-margin company.
4. Greenhouse Gas Emissions Reduction - Sainsbury reports absolute Scope 1 and 2 greenhouse gas emissions of 52.8% decreased over its 2018/19 baseline, which reflects achievement towards its sustainability goals and net-zero commitment (Sainsbury Plc, 2025). The parameter indicates the efficiency of operations in terms of energy consumption and mitigation of climatic effects.
5. Community & Social Impact- The company contributed to charity through giving gifts to good causes amounting to 33.8 million in 2024/25, which demonstrates its social responsibility performance and its involvement in community activities that do not correlate to the financial performance (Sainsbury, 2025).

These KPIs give a balanced perspective of operational and strategic performance that the management can use to monitor efficiency, profitability and market position.

[bookmark: _Toc222867693]4.2 Strategic Decisions Based on Performance Data
	Sainsbury is an organization that uses financial and non-financial performance data to make certain strategic decisions. The firm has announced layoffs of more than 3,000, including senior management positions by 20 percent, in a bid to enhance cost efficiency and streamline operations in response to increased operating costs and a difficult macroeconomic environment (Jordan and Simpson, 2025). Information on store performance and profitability informed the decision to shut 61 Sainsbury Cafes and all the remaining patisserie, hot food and pizza counters and concentrate on those stores performing well (Butler, 2025). Automation and digital fulfilment projects being driven by inventory turnover and sales KPIs optimized the stock replenishment process and minimized the dependency on labour (Hubner and Kuhn, 2024). Sustainability investments were based on environmental performance measurements, such as energy efficient stores and low greenhouse gas emissions (Sainsbury Plc, 2025). Such decisions demonstrate the use of data-driven strategy of workforce management, operational effectiveness, and competitiveness over the long-term in a low-margin retail market.

[bookmark: _Toc222867694]5. Sustainability and Ethical Considerations
[bookmark: _Toc222867695]5.1 Sustainability in Financial Decision-Making
The concept of sustainability in financial planning and management accounting is incorporated in Sainsbury in order to make long-term efficiency and environmental responsibility. The company has taken up goals of cutting down greenhouse gas (GHG) emissions through the verifiable targets of Science Based Targets initiative (SBTi). Its goals are 68 percent decrease in Scope 1 and 2 emissions by 2030, 50.4 percent decrease in operational emissions and first time 36.4 percent decrease in Scope 3 forest, land and Agriculture emissions by 2030 (Downes, 2024). Sainsbury aspires to be net zero in its operations by 2035 and value chain by 2050 (McMillan, 2024).
In order to achieve these goals, Sainsbury has invested in energy efficient shops, LED lighting, 100% renewable electricity and low-carbon refrigeration systems (Downes, 2024). Although these initiatives need initial capital, they were included in capital expenditure plans and cash flow projections to enable the management to compare the cost savings benefits of the long-term objectives against the short-term spending. Budgeting is also useful in ensuring the company is using its resources effectively in the pursuit of sustainability efforts, minimizing wastage, making their supply chain more effective, and building stronger brand recognition, without compromising profitability (Oteri et al., 2023).

[bookmark: _Toc222867696]5.2 Ethical Considerations
The idea of ethics is well incorporated in the cost management and pricing strategies of Sainsbury. The company maintains reasonable prices of suppliers to uphold ethical trading coupled with profitability (Jones and Comfort, 2021). Employees, working conditions, and labour management are well handled to meet the legal requirements and corporate social responsibilities.
The pricing policies are set to be affordable to the consumer, particularly when there are cost-of-living crises (Smith and Goodman, 2023). When operating costs and cost-to-sales ratios are monitored Sainsbury can be able to use socially responsible prices without reducing the margins. This indicates that ethical decision making has been integrated in both the strategic and operational planning process thus allowing it to strike a balance between profitability and the social and environmental responsibility.

[bookmark: _Toc222867697]6. Conclusion and Recommendations
	The report has shown that management accounting tools are important in aiding financial decision-making at J Sainsbury plc in a highly competitive, low-margin retail sector environment. The cost control, resource allocation, and strategic planning are possible with the help of cost analysis, budgeting and performance measurement. KPIs including gross margin, operating profit margin, and ROCE can be used to indicate that the efficiency and use of capital changed favourably.
It is suggested that Sainsbury should further enhance flexible budgeting, increase the data-based cost optimisation, and keep investing in digitalisation and sustainability efforts. These will result in better long-term profitability, resilience, and ethical performance at competitive prices.
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